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From: cpa2condos@aol.com [mailto:cpa2condos@aol.com]
Sent: Thursday, February 05, 2009 7:33 PM
To: Glynn, Michael
Subject: Proposed SAS's - Required Supplementary Information

Dear Mike and the Board,
Please consider my comments with respect to the Proposed SAS on Required
Supplementary Information:
Sirs,
I am by no means an academic on these issues. On many, many issues I may merely
glance at the numerous standards that you write and just shake my head and think both
"how smart those guys(ladies) must be" and "why don't these guys get a life?"
My entire practice is exclusively providing auditing and tax services to Common Interest
Realty Associations (i.e, condominium and homeowners associations). Talk about getting
a life, huh? It is indeed a niche practice. I am in the field all the time. I prepare over a
hundred financial statements for condo associations each year and I believe that the
standards concerning required supplementary information both in effect now and
proposed for the future are completely wrong. Not only wrong, but dangerous to our
profession.
As you are aware in an audit report of an Association the financial statements are
required to include certain information on the common elements; typically this is the
information from a reserve study. A reserve study can be done by anyone but are
generally completed by professional engineering firms. As the standards now exists we
are required to "apply limited procedures, which consisted principally of inquiries of
management regarding the methods of measurement and presentation of the
supplementary information." Quite honestly, this is b*llsh*t. I have been a CPA for 25
years. I have no other experience. Am I supposed to questioning either management, the
Board, or the engineer on their assumptions? Am I supposed to contest their
square footage measurement of the asphalt in the roads and parking lots. Am I
supposed to determine that the engineer's assumptions about the expected useful
remaining life of the roofs for 20 years is off by 15 years? Am I supposed to question the
Board on how they derived the replacement costs of the concrete sidewalks for their
replacement in 25 years. Seriously? I have reserve studies that may have 200 common
element component which may include things like air-handling systems for high-rise
buildings. Really, do I do "limited procedures" on the "methods of measurement"?
Seriously? I've seen two high efficiency air handling systems in my life; and I should be
asking the engineer what questions?
I have had on numerous occasions clients get back to back reserve studies from
experienced engineering firms and their discrepancies are shocking.
There are so many assumptions used in a reserve study that they are virtually useless as

anything more than guide map. And that is in the near-term; they are worthless for their
30-year projections. Knowledgeable Board members pick them apart on quantity
measurements, vendors openly laugh at the replacement costs in the studies and yet, we
include them in the audit report and indicate that we have done "limited procedures". No
we haven't. We aren't qualified and you shouldn't require that we infer that we have any
responsibility for the "methods of measurement". All it does is promote the litigation
atmosphere whereby an attorney would question us as to why we didn't pick up that the
engineer's assumption of roof replacement cost of $250,000 was only off by $2,000,000.
True scenario of another CPA. After all, we questioned the "methods of
measurement". What a complete joke.
As the experts and our advocates you should be recommending that this data should not
even be included in the audit report. We should simply make reference that a reserve
study was completed on "month, day, year" and should be consulted for more complete
information. The current "we did not audit the information and express no opinion on it"
doesn't mean "jack" to an attorney looking for a case. Get us out of the business of
defending assumptions by people that we have no business determining how they came
up with their estimates.
I have been asked by countless clients over the last twenty years if I would consider
doing their reserve study. I politely decline and if they insist I tell them that the study
will be done in 5 years and it will cost approximately $200,000. They look a bit stunned
when I tell them this and then I explain that is how long and how much it will cost to get
my engineering degree at Drexel University. Then they understand. Do you understand?
Thank you for your time,
Jim
James M. McFadden, CPA
143 Bustleton Pike, Feasterville, PA 19053
215-357-5016
(F) 215-322-9245
www.CPA2condos.com

